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The Chamber of Deputies has unanimously approved a modified version of rural-development
legislation, which intends to channel funds into the agriculture sector and designates rural areas
for special assistance. President Vicente Fox Quesada vetoed the original version of this bill in
March because he said it was costly and bureaucratic, left out some poor and indigenous groups,
and focused exclusively on farms without providing aid to the fishing and forestry sectors (see
SourceMex, 2001-03-21).
Deputy Silvano Aureoles, chair of the rural-development committee (Comision de Desarrollo
Rural) in the lower house, said the bill was also modified to comply with Fox's request that unfair
advantages for agricultural cooperatives be eliminated. Under a system established by the former
governing Partido Revolucionario Institucional (PRI), these cooperatives received financial support
under agriculture programs as a reward for supporting the party in power. "There will be no more
assistance to groups whose main motivation is political," said Aureoles, a member of the center-left
Partido de la Revolucion Democratica (PRD).
The modified version, which was approved in the lower house by 412-0 vote in late October,
allocates billions of pesos for programs to assist agricultural producers in the more impoverished
areas of Mexico. The funds will be allocated not only in direct assistance for agricultural production,
but also in subsidies for housing, education, and health care. "Resources under the program could
total as much as 70 billion pesos (US$7.6 billion) in 2002," said Deputy Miguel Mantilla, a member
of Fox's center-right Partido Accion Nacional (PAN) and secretary of the rural-development
committee.
Producer groups said they were grateful for the new initiative but would have preferred greater
commitment from the Congress and the president to fund initiatives for Mexican agriculture.
"We would have liked to see this program receive a specific percentage of the annual agriculture
budget," said Alvaro Lopez Rios, coordinator of the Congreso Agrario Permanente (CAP).
Agriculture expenditures for next year, however, could be tight because of the Fox administration's
planned cutbacks.
In its preliminary version of the 2002 budget, the administration has proposed a 10% reduction
in funding for the Secretaria de Agricultura, Ganaderia, Desarrollo Rural, Pesca, y Alimentacion
(SAGARPA). Some groups also said the legislation should have contained a provision obligating
states and municipalities to dedicate a percentage of their budgets to rural development. "This law
by itself will not produce the changes that we all desire for the rural sector," said Jesus Vizcarra
Calderon, president of the Consejo Nacional Agropecuario (CNA). "Rather, the initiative will allow
us to consolidate our efforts and generate a greater level of certainty for food producers in our
country.
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Agriculture sector facing other challenges
While the new rural-development bill could bring some needed financing to the deprived
agriculture sector, it does not address significant structural problems, particularly the inability of
Mexican producers to compete with low-cost imports and the impact of low global prices on specific
commodities. Low-cost imports are harming Mexican producers of sugar, coffee, corn, beans,
livestock, and other commodities, leading a number of agriculture organizations to organize protests
against the government's agricultural-import policies (see SourceMex, 2001-07-25, 2001-10-03).
Many agriculture sectors claim unfair trade practices by trade partners such as the US, as is the case
with sweeteners. Recent rulings from multilateral trade bodies, such as the North American Free
Trade Agreement (NAFTA) and the World Trade Organization (WTO), have worsened the situation
for Mexican sugar producers.
For example, in mid-October, the WTO upheld a previous ruling that Mexico violated US free-trade
rights by imposing tariffs on imports of high-fructose corn syrup. The WTO had previously ruled in
favor of the US on the matter in 2000 (see SourceMex, 1999-10-27, 2000-03-01). Mexico appealed the
WTO decision, which resulted in the latest ruling.
Mexico also lost a similar case before a NAFTA dispute-resolution panel (see SourceMex,
2001-08-15). The ruling means that Mexico must eliminate compensatory duties of 63.75% and
100.60% imposed against imports of US corn syrup.
The impact of unfair trade practices is affecting an increasing number of commodities produced
in Mexico, including pineapples. In early October, pineapple producers organized a major
demonstration before the SAGARPA headquarters to protest the government's lack of response to
an increase in pineapple imports from Thailand and other Asian countries.
During the protest, producers represented by the Movimiento Pinero noted that pineapple imports
surged in 2000, undercutting domestic prices and creating financial problems for producers in
Veracruz and Oaxaca states. Pineapple imports totaled 4,473 metric tons in 2000, compared with
only 692 MT in 1999. Statistics are not yet available for imports in 2001, but spokespersons for the
Movimiento Pinero said Mexican producers were only able to market about one-fifth of their total
production of 480,000 MT because of increased supply and low prices. Mexico devotes about 11,500
hectares to pineapple production.
In addition, Mexican producers are at a disadvantage because of high processing costs. The
Movimiento Pinero says the cost of processing 12 cans of pineapple in Mexico is about 180 to
200 pesos (US$19.50-$21.70), compared with only 80 to 120 pesos (US$8.70-$13.00) in Thailand. In
response, the Fox administration proposed a rescue package for pineapple producers, including a
temporary-employment program, increased agricultural financing, training, and direct support for
the harvest. In addition, the SE suggested countervailing duties of 45% on canned pineapple and
35% on fresh pineapple.
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Producers said these measures were only a partial solution to the problem, since the government
did not propose any measures to halt pineapple smuggling, which contributes significantly to the
large supply in the country. [Note: Peso-dollar conversions in this article are based on the Interbank
rate in effect on Nov. 7, reported at 9.21 pesos per US$1.00] (Sources: Excelsior, 07/19/01; Notimex,
10/10/01; La Jornada, 10/11/01; Reuters, 10/22/01, 10/23/01; El Financiero, 10/23/01; La Cronica de
Hoy, 10/10/01, 10/11/01, 10/23/01, 10/24/01; Milenio Diario, 10/23/01, 10/24/01; Reforma, 10/23/01,
10/29/01; Novedades, 10/24/01, 11/01/01; El Universal, 10/15/01, 10/24/01, 11/01/01)
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